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FORSWORD 


Wool  is  one  of  the  leading  agrlcaltoral  raw  materials  imported 
into  the  United  States.     Its  production  is  of  significant  economic 
importance  to  oar  Western  States  and  the  supply  of  this  raw  material 
is  vital  to  a  great  many  industrial  communities  in  the  United  States, 
At  present  there  is  keen  interest  in  the  interrelationship  between 
the  domestic  and  the  world  wool  situation. 

This  report  deals  with  the  facts  leading  up  to  the  present 
situation  and  attempts  to  evaluate  the  demand  and  supply  situation 
through  1952-53. 

The  report  was  prepared  "by  C.  L.  Harlan,  until  recently  an 
Agricultural  Economist  of  the  United  States  Department  of  Agriculture, 
It  is  based  upon  a  wide  scope  of  experience  and  material.     In  the 
summer  of  I9U9,  Mr.  Harlan's  presence  in  England  enabled  the 
Department  of  Agriculture  to  engage  part  of  his  time  on  funds 
available  under  the  Research  and  Marketing  Act  of  19^6.    While  there, 
he  secured  first-hand  information  from  wool  people  in  the  United 
Kingdom  and  in  Western  Europe  relating  to  the  situation  discussed 
in  the  report.    Prior  to  his  return  to  the  United  States,  he  served 
on  the  United  States  Delegation  to  the  Third  Meeting  of  the  Interna- 
tional Wool  Study  G-roup  in  London  in  early  November  19^9»    Mr.  Harlan 
has  also  drawn  UT)on  his  knowledge  of  the  United  States  situation 
obtained  from  his  participation  in  a  study  of  domestic  wool  require- 
ments and  supply  conducted  by  the  Department  of  Agriculture  under 
the  Research  and  Marketing  Act  of  19^6, 

The  bringing  together  of  the  information  In  this  report  is 
primarily  the  work  of  Mr.  Harlan  and  the  views  expressed  are  his 
own.    He  has  consulted  freely  with  the  staff  of  the  Livestock  and 
Wool  Division  of  this  Office  and  there  is  substantial  agreement  on 
the  factual  information  presented. 


Joseph  A.  Becker,  Chief 
International  Connodities  Branch 


UNITED  STATES  WOOL  AHD  ITS 
RELATION  TO  THE  WOELD  SIHTATION 


By 

C,  L.  Harlan 
Agricultural  Economist 


As  a  result  of  the  postwar  decrease  in  domestic  production  and 
increase  in  consun^tion,  United  States-produced  wool  will  afford, 
over  the  years  immediately  ahead,  less  protection  to  domestic  nanu- 
facturers  from  fluctuations  in  total  supply  and  price  than  it  did 
over  the  past  two  decades.    At  the  same  time,  world  apparel-wool 
consumption  is  rapidly  eliminating  wartime  accumulations.    By  1953, 
"barring  unforeseen  advances,  world  production  will  "be  6  to  10  percent 
Ijelow  the  current  rate  of  consumption. 

The  smaller  domestic  wool  clip,  coupled  with  increased  con- 
sumption, is  resulting  in  less  than  UO  percent  of  United  States 
requirements  "being  supplied  from  within  the  country,  compared  with 
8S  percent  for  the  period  1930-39*    For  all  countries,  annual 
apparel-wool  consumption  has  since  the  war  averaged  5^0  million 
pounds  in  excess  of  annual  production. 

To  "bring  world  wool  consumption  within  the  range  of  prospective 
supplies,  mill  consumption  will  have  to  decline.    This  reduction  is 
most  apt  to  occur  in  the  consuming  countries  whose  fixiancial  and 
industrial  economies  make  them  the  weakest  coaapetitors,  "both  in  the 
markets  for  raw  wool  and  in  consumption  markets  for  woolen  products. 

The  strong  world  demand  for  apparel  wool  in  recent  years  has 
brought  a  sharp  advance  in  prices  on  the  world  markets.  This 
advance  has  in  turn  caused  domestic  wool  prices  to  strengthen.  Prior 
to  the  war,  domestic  and  foreign  wools  were  in  close  price  relation- 
ship "but  this  was  disrupted  "by  government  wartime  price  policies  and 
stock  accumulations.    The  duty-paid  cost  of  foreign  wools  in  Boston 
and  the  Boston  prices  of  compara"ble  grades  of  domestic  wools  are, 
after  10  years,  approaching  their  prewar  relationships.  The 
traditional  premium  for  foreign  over  domestic  wool  may  "be  larger  than 
in  prewar  "by  virtue  of  a  wider  spread  in  conversion  costs  compared 
with  Drewar. 

Devaluation  will  not  materially  increase  United  States  purchases 
of  foreign  wool  during  the  current  year  a"bove  what  they  would  have 
"been  without  devaluation  and  pro"ba"bly  not  in  any  years  will  the 
quantity  imported  be  influenced  materially  by  devaluation.  One 
effect  of  devaluation  has  been  to  reduce  the  dollar  earnings  from 
wool  exported  to  the  United  States  below  what  they  would  have  been 
without  devaluation.    As  the  consumption  of  finished  products  made 
from  wool  is  almost  entirely  dependent  upon  the  general  level  of 
prosperity  in  the  United  States,  and  because  the  cost  of  the  wool 
in  the  finished  product  is  small  compared  with  the  retail  value  of 
such  products,  any  outside  influence  such  as  currency  devaluation  or 
tariff  changes  will  not  materially  alter  the  volume  of  inwortation 
of  foreign  wool. 
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The  World  Vool  Situation 

The  world  wool  situation  as  of  1950  ^7       "briefly  summarized  as 
one  of  sharply  decreased  supplies  (stocks  plus  current  production)  and 
of  continued  high  consumption.    The  natural  result  of  such  a  situation 
is  a  keen  demand  for  available  supplies  of  wool  which  has  carried 
prices  of  some  kinds  of  wool  to  record  levels  in  world  markets  and  may 
establish  a  new  over-all  high  average  price  for  apparel  wools. 

As  a  background  for  a  better  understanding  of  the  present  wool 
situation,  a  short  review  of  the  trends  of  wool  production,  stocks, 
and  consun^jtion  since  the  outbreak  of  the  war  in  1939  ^7  "be  useful. 
Although  there  are  no  official  records  of  wool  stocks  or  wool  con- 
sumption for  most  countries  during  much  of  this  period  and  such  figures 
as  are  used  have  been  derived  largely  from  astimates  of  production  and 
records  of  eaports  and  imports,  these  permit  a  serviceable  evaluation 
of  world  supply  and  disposition  of  wool.    On  the  basis  of  available 
information,  over-all  estimates  of  carry-over  stocks  of  wool  at  the 
beginning  of  the  wool  year  (July  1  to  June  3O)  for  the  average  of  the 
years  193^39  and  for  the  years  19U6-U7  to  19U9-5O  have  been  made, 
together  with  estimates  of  production  and  consumption  for  the  same 
years. 

These  estimates  have  been  made  in  terms  of  "all  wool"  and  "apparel 
wool",  but  only  the  latter  is  being  considered  in  this  report.  The 
difference  between  all  wool  and  apparel  wool  is  so-called  "carpet  wool." 
Bxcejtt  in  the  United  States  the  distinction  between  apparel  wool  and 
carpet  wool  is  largely  artificial  as  indicating  the  end  uses  of 
different  kinds  of  wool.    And  in  the  United  States  this  separation 
is  possible  largely  because  the  so-called  carpet  wools  are  imported 
free  of  duty  and  customs  records  show  quantities  of  dutiable  and 
nondutlable  wools  Imported. 

During  the  two  decades  of  the  1920 's  and  I930's  world  wool 
production  Increased  fairly  steadily  and  for  the  years  193^~39  the 
average  was  the  largest  for  any  similar  period  of  years  on  record 
up  to  that  time.    Most  of  this  increase  was  in  the  surplus-producing 
countries  of  the  Southern  Hemisphere  and  in  the  United  States  and 
was  largely  of  apparel  wool.    Over  this  period,  total  wool  consumption 
would  be  approximately  equal  to  production,  assuming  that  all  wool 
produced  is  eventually  consumed.    But  from  year  to  year,  there  were 
wide  differences  between  wool  produced  and  wool  consumed,  these 
differences  being  represented  by  changes  in  stocks  or  carry-over  from 
year  to  year.    During  the  depression  years  of  the  early  193O'''  there 
was  a  material  accumulation  of  apparel  wool  which  was  used  in  the 
period  193^39.    This  accounts  for  the  fact  that  the  average  of 
carry-in  stocks  during  this  ^jear  period  exceeds  the  average  of 
year-end  or  closing  stocks,  i.e.,  the  carry-in  of  1,825  million 
pounds  in  column  1  of  the  table  exceeds  the  closing  stocks  of 
1,713  million  pounds. 
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During  the  war  years  the  consumption  of  wool  was  drastically- 
reduced  in  all  of  the  European  "belligerent  countries  and  in  Japan 
as  a  result  of  the  curtailed  local  production,  the  cutting  off  of 
imports,  or  of  reduced  mill  operations  caused  "by  a  shift  of  workers 
to  other  Jobs.    At  the  sajne  time,  consumption  in  the  United  States 
increased  sharply,  largely  for  the  manufacture  of  military  and 
lend-lease  goods.    There  was  also  some  increase  in  consumption  in 
countries  that  had  been  largely  dependent  upon  Britain  for  woolen 
products  -  Argentina,  Australia,  South  Africa,  and  Canada.  Over-all 
consumption,  however,  declined  markedly  and,  from  about  19UO  to  I9U5, 
was  much  below  wool  production,  which  had  continued  to  increase  until 
about  19U2  or  191^3. 

As  shown  by  the  accompanying  chart  and  table,  apparel-wool 
stocks  at  the  beginning  of  the  year  Increased  from  1,825  million 
pounds,  grease  basis,  for  the  193^*39  average  to  about  5,U00  million 
pounds  at  the  beginning  of  the  19U5-U6  year  (July  1,  19U5),  The 
19^5  stocks  were  very  largely  government-owned,  Including  the  wool 
taken  over  in  the  British  Commonwealth  countries  and  later  turned 
over  to    U.K. -Dominion  Vfool  Disposals,  Ltd.,  commonly  known  as  the 
J.  0.,  and  wool  owned  by  Commodity  Credit  Corporation  in  the  United 
States.    During  the  5-year  period,  19UO-UU,  world  production  of 
apparel  wool  was  between  l6,000  and  17,000  million  pounds.  Assuming 
stocks  at  the  beginning  of  this  period  of  around  2,000  million  pounds, 
the  indicated  consumption  over  the  period  was  about  I3.OOO  million 
pounds,  a  yearly  average  of  about  2,600  million  pounds.  Beginning 
in  19^5»  consumption  of  apparel  wool  expanded  materially  as  British 
and  continental  countries  adjusted  to  postwar  conditions  and  consumption 
in  the  United  States  continued  at  wartime  levels.    There  was  also  a 
material  shift  in  ownership  of  stocks  during  this  year  from  government 
to  private  holdings.    J,  0.  stocks,  when  taken  over  at  the  end  of 
July  19U5,  totaled  some  3,225  million  pounds,  but  by  June  3O,  19^. 
these  had  been  reduced  to  1,795  million  pounds.    This  was  a  reduction 
of  around  1,500  million  pounds,  while  reduction  in  total  stocks  was 
less  than  5OO  million  pounds. 

During  the  k  years,  19^6  to  19^9,  world  production  of  apparel 
wool  changed  but  little  and  was  but  little  different  from  the  average 
during  the  l93''t-39  prewar  period  of  2,991  million  pounds.  Consumption 
during  these  years  materially  exceeded  production,  reaching  an  all- 
time  peak  in  19^7  of  more  than  3,800  million  pounds  and  in  other  years 
somewhat  exceeding  3,500  million  pounds.    As  a  result,  stocks  have 
been  steadily  reduced  and  in  19^9  were  down  about  2,000  million  pounds 
from  19^6.    Most  of  this  reduction  was  in  J.  0.  and  Commodity  Credit 
Corporation  stocks,  the  former  being  down  about  1,200  million  pounds 
and  the  latter  over  35O  million  pounds.    During  the  current  (L5ii9-50) 
year,  another  sharp  reduction  in  stocks  of  about  5^0  million  pounds 
Is  expected  to  take  place  and  the  total  will  be  cut  down  to  less 
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than  2,500  million  pounds.    Of  this  reduction  of  5OO  million  pounds, 
more  than  3OO  million  will  he  in  J.  0.  stocks.    The  remaining  J.  0. 
stocks  of  around  200  million  pounds  will  he  low  grade.    According  to 
a  J.  0.  report,  there  will  he  no  Australian  comhlng  wool,  either  free 
or  hurry,  and  the  remaining  Australian  wool  will  he  almost  entirely 
carhonizing  types,  part  of  which  may  he  carhonized  in  Australia. 
Stocks  of  New  Zealand  wool  will  he  mostly  medium  crosshreds,  greasy, 
and  of  South  African  mostly  Karakuls. 

Although  carry-over  stocks  were  reduced  hy  more  than  60  percent 
hetween  19U6  and  ISkS,  they  were  still  high  relative  to  either 
production  or  consumption  vrhen  compared  vrith  this  relationship  in 
the  prewar  (153^3°^  period.     Before  the  war  they  averaged  ahout 
60  percent  of  consumrition,  whereas  for  ISkS  they  were  ahout  percent 
of  estimated  consumption.    If  the  reduction  in  stocks  during  19U9-5O 
should  he  ahout  ^00  million  pounds,  the  remaining  stocks  will  he 
ahout  70  percent  of  19^9  estimated  consumption. 

In  the  accompanying  chart  and  tahle  a  projection  has  heen  made 
covering  the  years  I950i  1951»  and  1952  on  the  assumption  that  annual 
apparel-wool  consumption  will  he  ahout  the  same  as  in  19HS  and  19^9 
and  that  there  may  he  some  increase  in  world  production.    If  such  an 
increase  occurs  it  will  prohahly  he  mostly  in  Australia  and  South 
Africa.    This  would  carry  Australian  production  ahove  the  peak 
reached  in  19^3  hefore  severe  drought  cut  down  sheep  numhers  there 
and  reduced  those  in  South  Africa  to  the  19U1-U3  level.    In  either 
case  a  series  of  favorahle  moisture  and  feed  years  would  he  needed. 
On  the  hasis  of  these  assumptions  the  carry-over  at  the  end  of  the 
1952  year  would  he  helow  the  average  in  the  193^39  period  and  would 
he  only  ahout  ^1  percent  of  consumption.    It  would  he  equivalent  to 
ahout  51"  months  average  consumption  compared  with  J  months  in  prewar. 

Thus  it  is  ohvious  that  world  consuaiption  of  apparel  wool  cannot 
continue  indefinitely  at  the  levels  of  the  past  several  years.  It 
might  continue  at  that  level  through  the  1951"52  year  before  absolute 
shortages  of  supplies  force  a  curtailment  of  consumption.    And  during 
these  years  the  actual  output  of  wool  fabrics  might  increase  as  the 
result  of  the  expanded  use  of  reworked  and  reused  wool  and  of  other 
fibers,  especially  synthetics,  in  the  manufacture  of  woolen  products. 
But  it  seems  fairly  certain  that  within  the  next  3  years  supplies  will 
be  inadequate  to  maintain  the  present  rate  of  apparel-wool  consumption. 
There  is  not  much  evidence  at  the  present  time  indicating  where  this 
reduction  will  take  place,  whether  it  will  be  general  in  all  of  the 
principal  constiming  countries  or  whether  it  will  occur  in  countries 
whose  financial  and  industrial  economies  make  them  the  weakest 
comoetitors  both  in  the  markets  for  raw  wool  and  in  the  consumption 
markets  for  woolen  products.    Since  the  war,  because  of  the  wide 
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consumer  demand  for  woolen  goods  and  "because  of  various  governmental 
financial  and  industrial  controls  and  encouragements,  interna tiona-1 
competition  has  "been  largely  in  the  markets  for  raw  wool  and  not  in 
the  markets  for  woolen  products.    During  the  next  few  years  the 
competition  for  the  sale  of  finished  and  semifinished  products  is 
apt  to  be  much  more  in  evidence.    And  this  competition  will  tend  to 
show  up  the  weaknesses  in  the  woolen  industries  of  the  various 
countries. 

There  was  one  occurrence  during  the  current  wool  year  that  has 
tended  to  further  complicate  the  world  wool  situation.    This  was  the 
^ridespread  devaluation  of  currencies  in  relation  to  the  dollar  and 
to  gold  that  accompanied  or  followed  the  devaluation  of  the  pound 
sterling  in  September  ISkS,    The  first,  and  up  to  now,  the  most 
important  effect  of  devaluation  was  to  advance  sterling  wool  prices 
materially  from  the  relatively  low  levels  reached  "before  devaluation 
took  place.     This  has  added  materially  to  the  costs  of  raw  material 
of  mills  in  the  nondollar  countries  and  has  tended  to  wipe  out  most 
of  the  price  advantage  to  dollar  countries  that  came  with  devaluation. 
There  is,  however,  considera"ble  uncertainty  as  to  how  much  of  the 
adva-nce  in  wool  prices  since  last  Septem"ber  was  caused  "by  devaluation 
and  how  much  was  the  result  of  increased  world  competition  for  wool. 
Before  devaluation  it  was  the  general  opinion  of  informed  students 
of  the  world  wool  situation  that  wool  prices,  especially  those  of 
fine  wools,  reached  a  postwar  peak  in  January  and  February  of  19^9 
and  that  the  decline  from  that  peak  until  the  opening  of  the  new 
wool  year  markets  in  July  represented  an  a.djustraent  to  a  more  stable 
level.     The  further  declines  in  August  and  early  September  seem  to 
have  reflected  the  disinclination  of  buyers,  especially  in  dollar 
countries,  to  make  commitments  because  of  the  widespread  belief  that 
devaluation  was  coming  despite  the  repeated  statements  of  responsible 
government  officials  in  Britain  that  there  would  be  no  devaluation. 

However,  there  were  good  reasons  for  a  belief  that  wool  prices 
would  advance  during  the  latter  months  of  19^9*     The  most  important 
of  these  was  the  wool  supply  situation  in  the  United  States  and  the 
indications  of  improvement  in  the  wool  manufacturing  activities  in 
that  country.    As  a  result  of  the  sharp  decline  in  wool  consumotion 
in  the  latter  part  of  iSkS  and  the  first  half  of  19^9.  little  foreign 
wool  was  imported  and  mills  operated  on  accumulated  stocks  and  the 
reduced  domestic  dip.    By  the  middle  of  19^9.  however,  it  was  evident 
that  very  considerable  supplies  of  foreign  wools  would  have  to  be 
imported  even  though  mill  consumption  did  not  increase  and  that  any 
marked  in^rovement  in  the  manufacturing  end  would  compel  United  States 
buyers  to  become  a  major  factor  in  world  wool  markets.     It  is  possible 
that  wool  prices  would  not  heve  advanced  so  much  as  they  have  if  there 
had  been  no  devaluation.    But  it  seems  fairly  certain  that  from  the 
standpoint  of  maximum  dollar  receipts  from  wool,  devaluation  was  an 
unfortunate  action  in  the  qase  of  large-scale  exporters  like  New 
Zealand  and  Australia.     In  other  words,  devaluation  did  not  increase 
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greatly,  or  at  all,  the  quantity  of  wool  that  will  be  imported  by  the 
United  States  during  the  current  year,  and  probably  not  in  any  year 
will  the  quantity  be  much  greater  than  it  would  have  been  without 
devaluation.    Hence,  over  a  period  of  time  the  dollar  receipts  will 
tend  to  be  reduced  proportionately  to  the  degree  of  devaluation  which 
at  present  is  about  3O  percent. 

Position  of  the  United  States  in  Relation  to  the  World  Situation 

What  does  the  world  wool  situation  mean  to  the  wool  industry  in 
the  United  States  -  both  from  the  points  of  view^  of  wool  producers  and 
of  wool  consumers?    A  short  review  of  the  changing  wool  situation  in 
this  country  during  and  since  the  war  may  help  in  an  apppelsal  of  the 
present  position  here  in  relation  to  the  worldwide  position. 

The  immediate  effect  of  the  start  of  the  war  in  Europe  in  1939 
was  to  advance  the  price  of  wool  and  to  increase  the  consumption  in 
this  country.    Both  price  and  consumption  had  been  at  low  levels 
during  153S  and  the  first  half  of  I939.    By  the  end  of  I9U1,  when  the 
United  States  entered  the  war,  wool  prices  had  advanced  to  the  highest 
level  in  I5  years  and  mill  consumption,  partly  as  a  result  of  the 
purchases  for  the  rapidly  ejtpanding  military  forces,  was  at  much  the 
hi^est  level  ever  attained.    The  advance  in  wool  prices  from  1939 
through  19U1  was  relatively  much  greater  than  that  of  other  agri- 
cultural products.    Hence,  comparisons  of  changes  in  wool  prices 
with  other  prices  since  19U1  tend  to  be  somewhat  misleading.  During 
19^  and  especially  in  19^1f  prices  of  domestic  wool  were  higher  than 
the  duty-paid  cost  of  comparable  foreign  wools,  especially  fine  wools. 
Imports  during  these  years  expanded  rapidly  and  in  19^1  they  greatly 
exceeded  all  previous  years.     In  December  19^+11  wool  prices  were 
brought  under  Office  of  Price  Administration  control  and  were  frozen 
at  levels  then  prevailing,  which  were  high  relative  to  costs  of  duty- 
paid  foreign  wools.    After  19^2  except  for  United  States  military 
contracts  where  use  of  domestic  wools  were  specified,  mills  shifted 
largely  to  the  use  of  foreign  wools. 

To  furnish  a  market  for  domestic  wool  and  to  accumulate  a  stock 
of  wool  for  war  needs  the  Commodity  Credit  Corporation  was  directed 
to  buy  such  wools  at  levels  comparable  with  those  at  which  wool  prices 
were  frozen.    The  Corporation  bought  practically  all  of  the  clips  from 
I9H3  through  19U6  at  prices  substantially  higher  than  such  wools  could 
be  sold  in  competition  with  similar  foreign  wools.     In  late  19^  and 
during  19U6  after  the  uncertainty  regarding  future  wool  supplies  had 
passed,  legislative  restrictions  against  selling  wool  below  parity 
prevented  the  Corporation  from  selling  much  wool  and  the  Corporation's 
stocks  piled  up  until  they  reached  a  total  equal  to  nearly  2  years' 
domestic  production.     It  was  not  until  August  19^7  that  Commodity 
Credit  Corporation  ssles  of  wool  were  authorized  without  regard  to 
parity. 
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In  19^2  the  Defense  Supplies  Corporation  "began  "building  up  a 
stockpile    of  foreign  wool  for  strategic  purposes,  which  "by  the  end 
of  19U3  exceeded  3OO  million  pounds,  grease  "basis.    Beginning  in 
19^,  while  domestic  wool  was  accumulating  in  the  hands  of  CCC,  the 
Defense  Supplies  Corporation  sold  its  holdings  at  auction.     In  late 
19U5  and  early  19^6,  CCC  selling  prices  were  reduced.     In  August 
19^6  open-auction  markets  for  British  Commonwealth  wool  were  reopened 
and  prices  on  those  markets  advanced  rapidly  to  a  point  where  CCC 
selling  prices  were  relatively  low.    As  a  result,  the  stocks  of  fine 
wools  were  sharply  reduced  and  "by  early  19^9  all  hut  the  medium  and 
coarse  wools  and  some  of  the  less  desira"ble  fine  wools  had  "been  sold. 
Imports  of  foreign  wool,  which  had  reached  an  all-time  high  in  19U6, 
declined  in  19^7  and  19^3  and  in  19I+9  were  at  the  lowest  volume  since 
1939. 

The  Commodity  Credit  Corporation  has  incurred  substantial  losses 
from  its  operations  on  wool.    Losses  were  caused  in  part  "by  pricing 
restrictions,  but  to  a  considera'ble  extent  they  were  the  result  of 
operating  costs  involving  the  carrying  of  large  quantities  of  wool 
for  long  periods  of  time.     Being  unable  to  sell  wool  below  parity, 
the  CCC  could  not  comnete  with  Defense  Supplies  Corporation  wools 
when  these  were  being  sold.     And  by  continuously  accumulating  domestic 
wool,  CCC  operations  caused  large  quantities  of  foreign  wool  to  be 
imported  and  consumed  in  the  United  States,  thus  reducing  the  quantity 
of  Dominion  wools  taken  over  by  the  J,  0.  in  19^5* 

In  the  prewar  years  the  cost  of  wool  to  American  mills  tended 
to  be  the  highest  for  all  importa-nt  wool-manufacturing  countries. 
In  general  there  was  a  close  relationship  betv/een  the  duty-paid  cost 
of  foreign  wools  in  Boston  and  the  Boston  prices  of  comparable  grades 
of  domestic  wools.    The  tariff  on  foreign  wool  apparently  had  little 
effect  on  the  volume  of  wool  imported,  but  it  was  quite  effective  in 
raising  the  prices  of  domestic  wool  above  the  level  of  world  wool 
prices. 

During  the  war  and  postwar  periods,  this  price  relationship  has 
been  considerably  disrupted.    Prom  19U0  to  ISk?.,  domestic  prices  were 
above  the  duty-paid  cost  of  foreign  wools  but  domestic  wools  moved 
readily  into  consumption.     This  was  partly  a  result  of  the  expanded 
demand  for  wool  for  the  manufacture  of  military  goods  and  the  speci- 
fications of  the  army  reouiring  all  or  a  substantial  proportion  of 
domestic  wool  to  be  used  in  such  goods.     It  was  partly  a  result  of 
the  threatened  cutting  off  of  wool  sui^plies  from  the  Southern 
Hemisphere  because  of  submarine  and  other  naval  operations  and  of 
the  premiums  that  were  offered  for  spot  wool  for  use  in  filling 
current  contracts. 

Prom  19U3  to  I9U6,  domestic  wool  prices  continued  above  the 
duty-paid  costs  of  foreign  wool.    The  movement  of  domestic  wool  into 
consumption  was  relatively  small  in  late  19^5  and  in  19^6,  and  stocks 


